CENTRAL  CIRCULATION  BOOKSTACKS 

The  person  charging  this  material  is  re- 
sponsible for  its  renewal  or  its  return  to 
the  library  from  which  it  was  borrowed 
on  or  before  the  Latest  Date  stamped 
below.  The  Minimum  Fee  for  each  Lost 
Book  is  $50.00. 

Theft,  mutilation,  and  underlining  of  books  are  reasons 
for  disciplinary  action  and  may  result  in  dismissal  from 
the  University. 

TO  RENEW  CALL  TELEPHONE  CENTER,  333-8400 


UNIVERSITY  OF  ILLINOIS  LIBRARY  AT  URBANA-CHAMPAIGN 


When  renewing  by  phone,  write  new  due  date  below 
previous  due  date.  LI 62 


Education  Funding  Advisory  Board 


Robert  Leininger 
Chairman 

Marieis  Trover 
Superintendent 


DEPOSITORY 


FtB  1 0 2001 

UNIVERSITY  OF  ILLINOIS 
AT  URBANA-CHAMPAIGN 


Vienna  School  District  133 


December  28,  2000 


Anne  Davis 


President 


Illinois  Education  Association 


Bert  Docter 

Chief  Executive  Officer  MEMORANDUM 

DdCter  Enterprises 


Dean  Clark 
President 

Graphic  Chemical  and  Ink  Company 

Non-Voting  Members 

Hazel  Loucks 

Deputy  Governor  for 

Education  and  Workforce  Training 

J.  Kay  Giles 
Superintendent 

Prairie-Hills  School  Distict  144 

Thomas  Boyle 
Vice  President 
Custom  Companies 

Robert  Mandeville 

Former  State  Budget  Director 

Doug  Delaney 

Executive  Director 

Catholic  Conference  of  Illinois 

Robert  Nielsen 
Superintendent 

Bloomington  School  District  87 
Paul  Valias 

Chief  Executive  Officer 
Chicago  Public  Schools 

Arthur  Berman 
Retired  State  Senator 

Carolyn  Krause 
State  Representative 

Edgar  Lopez 
State  Representative 

Doris  Karpiel 
State  Senator 

Lisa  Madigan 
State  Senator 


TO: 


FROM: 


SUBJECT: 


The  Honorable  George  H.  Ryan,  Governor 
The  Honorable  Members  of  the  General  Assembly 


Robert  Leininger 
Chairman 
Education  Funding 


First  Report  of  the  Education  Funding  Advisory  Board 


Pursuant  to  the  requirements  in  Section  5/18-8.05(M)  of  the  Illinois 
School  Code  [105  ILCS  5/18-8.05],  the  Education  Funding  Advisory 
Board,  in  consultation  with  the  State  Board  of  Education,  shall  make 
recommendations  to  the  General  Assembly  for  the  foundation  level  and 
for  the  supplemental  General  State  Aid  grant  level  for  districts  with  high 
concentrations  of  children  from  poverty.  The  Education  Funding 
Advisory  Board  is  to  make  such  recommendations  to  the  General 
Assembly  on  January  1 of  odd  numbered  years,  beginning  January  1 , 
2001. 

I hereby  submit  the  first  Report  of  the  Education  Funding  Advisory 
Board. 
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General  State  Aid  Recommendations 
A Report  to  the  Illinois  General  Assembly 


The  Illinois  Education  Funding  Advisory  Board  was  created  by  Public  Act  90-548 
in  December  of  1997.  The  five-member  Board,  along  with  12  ex-officio  members, 
was  seated  by  Governor  Ryan  in  June  2000. 
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The  Work  of  the  Board 


The  Board  held  its  first  meeting  for  organizational  and  educational  purposes  on  July  28,  2000. 

A second  educational  meeting  was  held  on  August  25.  The  immediate  charge  of  the  Board  is  to 
recommend  to  the  General  Assembly  foundation  level  and  poverty  grant  amounts  for  FY2002. 
To  that  end  the  Board  scheduled  3 public  hearings  to  receive  input  from  education,  business 
and  community  leaders.  These  hearings  were  held  in  Carbondale  on  September  7th,  Hillside  on 
September  28th  and  Springfield  on  October  4th.  In  late  September  the  Board  started  the 
process  of  contracting  a study  to  determine  a formula  foundation  level  and  poverty  grant 
amounts.  A two-part  Request  for  Proposal  (RFP)  was  released  in  mid-October.  Part  I of  the 
RFP  requested  short-term  recommendations  for  the  foundation  level  and  poverty  grant 
amounts.  Part  II  of  the  RFP  requested  a more  detailed  research-oriented  study  which  would 
produce  methodologies  which  could  be  used  to  determine  foundation  level  and  poverty  grant 
amounts  for  FY  2003  and  beyond.  Subsequent  meetings  were  held  on  November  6 and  8 to 
review  and  discuss  the  proposals  received  in  response  to  the  RFP.  The  Board  reviewed 
summaries  of  the  hearings  and  received  staff  recommendations  on  November  17.  A report  from 
Dr.  Richard  Wiggall  from  Illinois  State  University,  the  successful  bidder  for  Part  I of  the  RFP, 
was  presented  to  the  Board  on  December  12.  Also  on  December  12,  the  Board  heard 
preliminary  results  from  an  independent  group,  Network  21 , working  on  similar  projects.  They 
also  further  reviewed  proposals  for  Part  II  of  the  RFP.  The  successful  bidder  for  Part  II  was 
Augenblick  and  Myers  of  Denver,  Colorado.  The  study  is  scheduled  to  be  completed  by  June 
11, 2001.  The  final  agenda  item  on  December  12  was  the  drafting  of  preliminary 
recommendations  for  the  General  Assembly.  Chairman  Leininger  shared  these 
recommendations  with  the  Illinois  State  Board  of  Education  on  December  13.  The  final  report 
was  approved  on  December  28. 

Recommendations 

In  order  to  meet  its  statutory  timeline  of  January  2001 , the  Board  respectfully  submits  the 
following  recommendations  to  the  General  Assembly.  These  recommendations  are  based  on 
written  and  oral  testimony  received  at  the  public  hearings,  the  Part  I report  furnished  by  Illinois 
State  University,  staff  recommendations  and  the  individual  study  of  Board  members.  All 
recommendations  should  take  effect  July  1, 2001  in  order  to  provide  school  districts  with 
planning  opportunities. 

1)  While  the  Board  would  prefer  a General  State  Aid  foundation  level  increase 
commensurate  with  the  calendar  year  2000  Consumer  Price  Index  (CPI),  the 
recommendation  is  that  the  increase  in  combined  General  State  Aid  and  Hold 
Harmless  appropriations  for  FY2002  be  no  less  than  $135  Million  which  would  yield 
a foundation  level  of  no  less  than  $4,560. 

^ ^ recommended  that  the  minimum  threshold  for  access  to  the  poverty  grant  be 

lowered  to  15%  and  the  dollar  amounts  be  dropped  in  favor  of  percentages  of  the 
foundation  level. 
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The  poverty  formula  for  FY2001  contains  dollar  amounts  for  each  low  income  student.  The 
poverty  formula  for  FY2001  is  given  below. 

If  DCR  < .20  then  Grant  = 0 

If  .20  <=  DCR  < .35  then  Grant  = $800  x Low  Income  Count 

If  .35  <=  DCR  < .50  then  Grant  = $1 ,273  x Low  Income  Count 

If  .50  <=  DCR  < .60  then  Grant  = $1 ,640  x Low  Income  Count 

If  DCR  >=  .60  then  Grant  = $2,050  x Low  Income  Count 

Where  DCR  = Low  Income  Count  / Average  Daily  Attendance 

Under  this  recommendation,  the  poverty  formula  for  FY2002  would  change  to: 

If  DCR  < .15  then  Grant  = 0 

If  .15  <=  DCR  < .20  then  Grant  = .11  x Foundation  Level  x Low  Income  Count 

If  .20  <=  DCR  < .35  then  Grant  = .20  x Foundation  Level  x Low  Income  Count 

If  .35  <-  DCR  < .50  then  Grant  = .29  x Foundation  Level  x Low  Income  Count 

If  .50  <=  DCR  < .60  then  Grant  = .38  x Foundation  Level  x Low  Income  Count 

If  DCR  >=  .60  then  Grant  = .47  x Foundation  Level  x Low  Income  Count 

Where  DCR  = Low  Income  Count  / Average  Daily  Attendance 

The  discrete  categories  of  the  grant  are  maintained.  The  amounts  are  tied  to  the  foundation 
level,  removing  the  necessity  to  set  the  grant  amounts  annually.  The  access  threshold  is  also 
lowered  providing  poverty  grant  funding  to  more  districts.  It  is  further  anticipated  that  further 
lowering  of  the  minimum  threshold  would  occur  in  subsequent  years. 

There  was  much  discussion  concerning  the  measure  of  students  from  low-income  families.  The 
measure  currently  used  is  the  1990  Census.  Although  the  Board  believes  a more  timely  and 
accurate  measure  should  be  used,  the  recommendation  is  to  continue  to  use  the  1990  Census 
for  FY2002.  The  Board  is  exploring  alternative  poverty  measures  and  expects  to  recommend 
substitute  methodologies  in  its  next  report. 

In  addition,  it  was  suggested  that  poverty  grant  funds  be  targeted  to  serve  the  needs  of  at-risk 
students.  Superintendent  of  Education  McGee  agreed  to  explore  that  avenue  with  the  Illinois 
State  Board  of  Education. 

3)  The  pupil  count  in  the  formula,  currently  the  prior  year  average  daily  attendance 
(ADA)  should  be  changed  for  FY  2002  and  thereafter  to  the  greater  of  the  prior  year 
ADA  or  the  most  recent  three-year  average  ADA.  The  ADA  used  to  calculate  the 
poverty  grant  percentage  should  remain  the  prior  year  ADA. 

This  change  would  mitigate  decreasing  general  state  aid  caused  by  declining  enrollments 
currently  being  experienced  by  many  districts  in  the  state. 

4)  The  General  State  Aid  Hold  Harmless  should  continue  in  its  present  form  throucjh 
FY  2002. 

The  hold  harmless  was  necessary  when  the  general  state  aid  formula  changed  in  FY1999  in 
crder  to  give  school  districts  receiving  a lesser  amount  of  state  aid  a chance  to  adjust  to  new 
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funding  levels.  Districts  have  since  become  dependent  on  this  funding  source.  The  Board 
believes  It  should  not  be  permanent.  Further  recommendations  regarding  the  Hold  Harmless 
will  be  forthcoming. 

5)  The  continuing  appropriation  for  General  State  Aid  should  be  reenacted  with  no 
sunset  provision.  The  continuing  appropriation  for  Hold  Harmless  should  be 
continued  through  FY2002. 

The  continuing  appropriation  law  is  looked  upon  favorably  by  school  districts,  giving  them 
confidence  that  funds  will  be  available  regardless  of  the  appropriation. 

6)  At  the  request  of  the  Governor  and  State  Superintendent  of  Education,  it  is  also 
recommended  that  additional  funds  be  appropriated  to  the  Early  Childhood  Block 
Grant.  The  Board  supports  the  Illinois  State  Board  of  Education  and  its  continuing 
efforts  to  expand  early  childhood  education. 

Summary 

The  recommendations  for  FY  2002,  while  not  solving  the  funding  problems  of  all  school  districts 
in  Illinois,  will  provide  significant  increases  in  General  State  Aid  funding  and  begin  to  move 
districts  away  from  reliance  on  hold  harmless  funding. 

The  methodologies  provided  in  the  Part  II  study  referenced  above  will  provide  the  basis  of  future 
recommendations  regarding  formula  foundation  levels  and  poverty  grant  funding.  It  is 
anticipated  that  an  interim  report  will  be  issued  in  the  fall  of  2001 , which  would  provide 
recommendations  for  FY2003. 

The  Board  looks  forward  to  working  with  the  Governor  and  General  Assembly  in  the  future.  In 
addition  to  addressing  General  State  Aid  related  issues  such  as  a foundation  level  methodology 
based  on  high  performing  low  spending  schools,  the  count  of  children  from  low-income  families, 
a regional  cost  adjustment  and  the  hold  harmless,  the  Board  intends  to  address,  among  other 
I topics,  categorical  funding,  property  assessment,  technology,  budgetary  flexibility,  reliance  on 

property  tax  to  fund  elementary  and  secondary  education  and  the  state’s  share  of  education 
funding. 
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TO:  The  Honorable  George  H.  Ryan,  Governor 

The  Honorable  Membei^flhe  General  Assembly 

FROM:  Robert  Leininger 

Chairman  I \j 

Education  Funding  Advisory  Board  ' 

SUBJECT : Interim  Report  from  the  Education  Funding  Advisory  Board 

Pursuant  to  the  requirements  in  the  School  Code  [105  ELCS  5/18-8.05(M),  the 
Education  Funding  Advisory  Board,  in  consultation  with  the  State  Board  of 
Education,  shall  make  recommendations  to  the  Illinois  General  Assembly  for 
the  foundation  level  and  for  the  supplemental  General  State  Aid  grant  level 
for  districts  with  high  concentrations  of  children  from  poverty.  The 
Education  Funding  Advisory  Board  is  to  make  such  recommendations  to  the 
General  Assembly  on  January  1 of  odd-numbered  years,  the  first  of  which 
was  submitted  in  January  of  2001 . 

Although  the  next  report  is  not  officially  due  until  January  2003, 1 hereby 
submit  this  INTERIM  REPORT  with  recommendations  from  the  Education 
Funding  Advisory  Board. 

I hope  this  information  is  of  assistance  during  your  final  deliberations  on  the 
FY  2003  budget. 

cc:  Jim  Harry,  Secretary  of  the  Senate 
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General  State  Aid  Recommendations 
An  Interim  Report  to  the  Illinois  General  Assembly 
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The  Education  Funding  Advisory  Board  respectfully  submits  the  following  recommendations  to 
the  General  Assembly. 


General  State  Aid,  Hold  Harmless  and  Continuing  Appropriation 

Recommendations  1 , 2 and  3 

The  Board  believes  the  implementation  of  the  following  recommendations  will  be  sufficient  to 
provide  stability  and  needed  funding  to  Illinois  school  districts  for  FY  2003. 

1)  105  ILCS  5/18-8.05(B)  The  recommendation  for  the  FY  2003  foundation  level  is  $4,680. 


2)  105  ILCS  5/18-8.05(J)  It  is  recommended  that  the  General  State  Aid  Hold  Harmless  should 
continue  in  its  present  form  through  FY  2003. 


3)  105  ILCS  235/15  The  continuing  appropriation  for  General  State  Aid  and  Hold  Harmless 
should  be  continued  through  FY  2003. 


Poverty 

The  following  information  is  excerpted  from  the  Illinois  State  Board  of  Education  2001  Annual 
Report  and  Fiscal  Year  2003  Proposed  Budget  ( January  2002). 

Research  has  consistently  shown  that  variation  in  achievement  is  largely  accounted  for  by 
poverty.  Student  achievement  at  each  school  level  has  a significant  impact  on  later 
success.  A child  who  hasn’t  learned  to  read  by  the  end  of  the  third  grade  may  never  be 
able  to  catch  up  and  could  have  difficulty  throughout  his  or  her  school  career.  A student 
who  doesn’t  learn  algebraic  concepts  in  elementary  school  will  probably  not  be  able  to 
meet  the  math  standards  for  high  school.  A student  who  doesn’t  meet  the  Illinois  Learning 
Standards  by  1 1th  grade  will  find  it  difficult  to  succeed  in  the  workplace  and  in  post- 
secondary school. 

The  consequences  of  failing  to  bring  all  students  to  a high  level  of  achievement  are 
significant.  Fifty  percent  of  Illinois  welfare  recipients  are  high  school  dropouts.  Eighteen 
percent  of  community  college  students  enroll  in  at  least  one  remedial  course.  Thirty 
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percent  of  prisoners  in  the  Illinois  Department  of  Corrections  institutions  can’t  read  at  a 6th 
grade  level. 

Like  most  states  in  the  nation,  Illinois  data  show  several  disturbing  achievement  gaps,  especially 
for  low-income  students.  Nearly  70%  of  the  variation  in  test  scores  can  be  attributed  to  income 
status.  The  following  charts  illustrate  this  fact. 


2001  ISAT  Reading:  % Meets  + Exceeds 


2001  ISAT  Mathematics:  % Meets  + Exceeds 


Percent  Meeting  + Exceeds  for  2001 
PSAE  By  Student  Poverty  Status 


Reading  Math  Writing  Science  Soc.  St. 


■ Low  Income 

■ Not  low  income 
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In  general,  it  costs  more  to  educate  students  from  low-income  families  because  they  are 
disadvantaged  and  at  risk  of  academic  failure.  Education  Week  recently  indicated  that 
“students  in  poverty  are  estimated  to  need  1.2  times  as  much  money  (as  other  students 
do).” 

However,  the  districts  in  which  most  low-income  students  live  generally  have  fewer  local 
resources.  In  fact,  districts  in  Illinois  that  have  low  concentrations  of  poor  students  have 
approximately  1.5  times  more  EAV  and  property  tax  revenues  than  districts  with  high 
concentrations  of  poor  students. 

The  poverty  grant  portion  of  the  general  state  aid  formula  is  therefore  necessary  to  provide 
additional  funding  to  meet  the  needs  of  these  students.  For  that  reason,  it  is  imperative  the 
count  of  children  from  low-income  households  be  as  timely  and  accurate  as  possible.  It  is 
generally  agreed  that  the  low-income  count  from  the  decennial  census  is  neither.  To  that  end 
the  following  recommendation  is  made  regarding  the  measure  of  at-risk  children  and  the  poverty 
grant  formula. 


Recommendation  4 


4)  105  ILCS  5/18-8.05(H)  The  State  should  adopt  the  use  of  the  count  of  children  from  low- 
income  households  receiving  assistance  through  a Medicaid  program  (such  as  Temporary 
Assistance  for  Needy  Families  (TANF)  and  Kid  Care)  or  Food  Stamps  as  determined  by  the 
Department  of  Human  Services  (DHS)  as  the  measure  of  poverty  used  in  the  calculation  of  the 
General  State  Aid  (GSA)  poverty  grant. 

The  count  should  be  updated  annually.  The  count  should  be  unduplicated  and  based  on  the 
July  count  of  children  ages  5-17  and  used  for  GSA  purposes  in  the  subsequent  year.  For 
example,  the  July  2001  count  should  be  used  for  the  calculation  of  the  poverty  grant  associated 
with  FY  2003  general  state  aid. 

The  grant  should  provide  a constant  amount  per  student  for  all  students  in  districts  with  a 
poverty  concentration,  defined  as  the  ratio  of  the  low-income  count  to  the  prior  year  average 
daily  attendance  of  the  district,  of  less  than  15%. 

For  districts  with  concentrations  of  students  greater  than  or  equal  to  15%,  the  formula  should  be 
curvilinear  in  nature.  The  formula  should  be  continuous  at  the  15%  concentration  level.  The 
formula  should  be: 

lfDCR<.15  then  Poverty  Grant  = $355  X DHS  Count 

Otherwise  Poverty  Grant  = ($294.25  + $2,700  X DCR  2)  X DHS  Count 

Where  DCR  = DHS  Count  / ADA 

This  formula  will  assure  a minimum  grant  per  student  of  $355  and  a maximum  grant  per  student 
(for  districts  with  100%  concentration)  of  $2,994.25. 
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Districts  must  provide  assurances,  through  rules  promulgated  by  the  State  Board  of  Education, 
that  the  amount  of  dollars  received  through  this  grant  are  used  for  poverty  related  purposes. 


For  FY  2003. 

The  July  2001  DHS  count  should  be  used  for  the  calculation  of  the  poverty  grant  associated  with 
FY  2003  general  state  aid. 

The  Education  Funding  Advisory  Board  is  aware  of  the  economic  pressures  currently  facing  the 
State.  It  therefore  recommends  that  any  poverty  grant  increases  calculated  using  the  DHS 
count  and  the  formula  described  above  be  limited  to  20%. 

The  Board  also  recognizes  that  a new  count  and  formula  will  cause  some  districts  to  experience 
losses  in  the  calculation  of  the  poverty  grant.  It  is  therefore  recommended  no  district  receive  a 
poverty  grant  in  FY  2003  which  is  less  than  the  poverty  grant  it  received  in  FY  2002. 

The  Board  recognizes  that  this  recommendation  will  add  approximately  $30  M to  the  State 
budget  for  FY  2003.  It  also  recognizes  that  the  2000  Census  (scheduled  for  release  in 
November  2002),  when  available,  would  also  likely  increase  the  child  count  and  therefore  the 
cost  to  the  State. 


Summary 

The  Board  recognizes  the  state  budgetary  pressures  for  FY  2003,  and  its  recommendations 
reflect  those  pressures.  These  recommendations  will  continue  to  provide  additional  funding 
through  a foundation  level  increase  above  minimum  levels,  a more  timely  and  accurate  measure 
of  poverty  and  a poverty  formula  which  recognizes  the  higher  costs  associated  with  higher 
concentrations  of  poverty.  The  reliance  on  hold  harmless  funding  will  continue  for  one  more 
year. 

The  methodology  provided  in  the  report  by  Augenblick  and  Myers  will  be  incorporated  in  future 
recommendations.  It  is  anticipated  that  significant  reform  recommendations  will  be  forthcoming 
in  the  Summer  of  2002,  to  be  included  in  our  report  of  January  2003  as  required  by  Illinois  law. 
The  Board  looks  forward  to  continuing  its  work  with  the  Governor  and  General  Assembly  and 
will  comply  with  the  Governor’s  request  to  offer  its  recommendations  regarding  General  State 
Aid  and  poverty  for  FY  2003  in  the  near  future. 
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